Abstract. Plans for an early adoption of the euro by some new EU members hang on political will and a set of nominal criteria. The focus, however, should be on the available adjustment mechanisms supporting a permanently fixed exchange rate. Efficient financial markets could provide stabilisation (following a shock), substituting the weakened array of traditional policy instruments. In order to assess the availability of such alternative, this paper presents a particular empirical analysis of efficiency in the foreign exchange markets of three recently acceded countries. The results suggest that some caution is needed in the transition towards full monetary integration, as the level of financial efficiency already attained may be insufficient to ensure an adequate source of stabilisation in economies affected by specific disturbances.
Monetary integration precludes an independent use of some economic policy instruments and may hamper individual countries' ability to promote a rapid stabilisation process following a shock. This restriction is especially important when the degree of economic homogeneity among the members of an integrated area is low, and thus the probability of asymmetric shocks is high, or when no alternative adjustment mechanisms replace those eliminated in the process of integration. Perhaps taking these facts into consideration, no pressure has been exerted upon the newly integrated members of the European Union (EU) concerning the timing for their adoption of the common currency.
They do not have the choice of opting out of full monetary integration, as others did before, and have to comply with the so-called Maastricht criteria before adopting the euro. Yet, it is in their hands to decide when to do so.
In spite of a lack of institutional pressure and of the known problems faced by countries such as Portugal, who has been struggling to control its economy within the dire straits of the Economic and Monetary Union (EMU), most new EU members seem to aspire to an early adoption of the common currency. Self-imposed deadlines have been made public and subsequently altered. Initially, they were displayed across a time span, ranging from 2006 to 2010 (Backé et al. 2004) . Later, plans appear to have been postponed and news in the press have stated that the Hungarian government is currently planning to adopt the euro in 2013 (The Economist, 18 November 2006). However, bearing in mind the time needed to attain a sufficient level of real convergence, these countries' intention to join the euro sooner, rather than later, has raised a number of academic and political questions.
1
A much discussed issue concerning monetary integration is the availability of alternative adjustment mechanisms, capable of replacing foreign exchange and individual monetary policy instruments in the short-term reaction to asymmetric shocks. In the EU case, the options appear to be quite limited. The common budget is too insignificant to provide automatic stabilisation, as is usually the case in federal organisations, and domestic fiscal autonomy is compromised by the stringent requirements of the Stability and Growth Pact. Furthermore, European labour markets are often labelled as relatively rigid, labour force is fairly immobile, and prices are sluggish. In such contexts, financial markets may be the only available source of stabilisation and adjustment following an asymmetric shock.
Economic theory suggests that financial markets may provide the smoothing of consumption in the aftermath of a negative disturbance, as long as that they are efficient and integrated.
2 Therefore, one way of adding value to the ongoing discussion concerning the proper timing for the new EU members' euro adoption is to empirically evaluate the level of financial efficiency and integration already attained. Empirical assessments of the degree of financial integration in the Central and Eastern European countries have been previously developed (Mansori 2003) . However, to the best of our knowledge, no attempts have been made to assess these countries' financial efficiency. In this study, we focus our attention on the latter, approaching the issue of financial efficiency from the perspective of the information efficiency of foreign exchange markets.
Having in mind the rationale developed so far, such an analysis may be valid for two reasons. On the one hand, foreign exchange markets are usually the first segment of financial markets to be relieved from controls and regulations and, consequently, the first to become efficient and integrated. If evidence of segmentation is uncovered in foreign exchange markets, it is
